Questions on Lecture 5: Poverty and Policy (first part)
Short questions: 

1. True/false/uncertain: An 25 year old who is able-bodied and has no children and no job and is not in an educational programme is eligible to receive “Income Support” in the UK? Explain.

2. What is the difference between “contribution based” and “income based” Job Seeker’s Allowance in the UK?
3. Approximately how much does “Disability Allowance” pay per week, at a maximum? Please give details if possible. 
4. True/false/uncertain:  “A married couple earning £50,000 per year wil get no benefits or tax credits if they have a child.” Explain.

5. True/false/uncertain:  The UK’s poverty rate declined in the mid-1980s. 
6. True/false/uncertain:  The Replacement Rate, Participation Tax Rate, and Effective Marginal Tax Rate have all increased in the UK throughout the 1980’s and 1990’s.
7. For the average working person, approximately how high is the “Replacement Rate”?

8. What is the current minimum wage in the UK? Does it depend on age?

9. True/false/uncertain:  The UK spends more on Defence then on welfare programmes.

10. True/false/uncertain:  The UK government spends far more on pension programmes than on the NHS.
11. True/false/uncertain:  To be eligible for UK Working Tax Credit, I must earn more than a certain amount.

Longer questions:

a. Depict an individual’s budget constraint in choosing between leisure and consumption. Explain this algebraically.

b. Assuming convex indifference curves with the normal properties, depict her choice of consumption and leisure with no government intervention.

c. Show how a government benefits programme could lead to an “unemployment trap” in this context. Is the individual better off with or without this benefits programme? Explain.

d. Show how a government benefits programme could lead to an “poverty” in this context. Is the individual better off with or without this benefits programme? Explain.

e. Evaluate this claim: The UK’s “Working Tax Credit” will reduce unemployment.
2. Evaluate this claim: “An increase in the minimum wage will increase unemployment and reduce social welfare.” 
3. Evaluate this claim: “The UK benefits system discourages those who are vulnerable to unemployment from accruing personal savings.”

4. What are some of the key goals and elements of the UK Welfare Reform Bill 2011?
5. Explain the difference between a “relative” and “absolute” measure of poverty. Give an example of each. Explain the advantages and disadvantages of using each type of measure. 
6. Explain this statement by Amartya Sen:  “Sen (1983): “poverty is an absolute notion in the space of capabilities but very  often it will take a relative form in the space of commodities or characteristics”

7. What is Amartya Sen’s “focus” axiom in the context of poverty measures.  Explain why one might want a poverty measure to satisfy this axiom, if we were using this measure to asses the extent to which a new education policy is helping to reduce poverty.

8. Does a “headcount ratio” in which the poverty line is defined by a fixed basket of expenditures satisfy the focus axiom? Explain.
9. Suppose that the poverty line is defined as 60% of the average income (a commonly used measure). Consider the Headcount Ratio with the poverty line defined in this way. What will be the effect on the Headcount Ratio if everyone’s income doubles? Does this illustrate a weakness of this measure? Explain. 

10. Could the provision of state-funded education be seen as an anti-poverty measure? Does it depend on how this education is financed? Explain. 
11. Describe some measures that the government might take to try to alleviate poverty, other than benefits, public goods, and  public services.
12. If the government is to provide benefits to poor households, is it better (for social welfare) to provide these benefits in cash or in vouchers that can only be exchanged for certain goods? Explain your answer.
13. Evaluate this statement: “If people can freely buy or sell food at the market rate, government subsidy programmes to encourage the consumption  of merit goods will not be effective, and may be extremely costly.”
14. Suppose that tall people were always far less productive than short people. Why might the government want to target benefits towards tall people, instead of offering “means tested” benefits?

15. What are the main arguments for offering “universal benefits”?

16. What is the “Replacement Rate”? Do many people in the UK have a “replacement rate” of over 90%? How could this be determined?
17. What was the “Millenium Summit” and what were its goals? 

18. According to Chen and Ravillion, as on 1998,  approximately what percent of people in the world lived on less than $1.08 per day (1993 purchasing power parity)? Where did most of these people live? Which areas of the world had the greatest share of the population living below this level?
19. Chen and Ravillion ran a regression on the following equation:

[image: image1.emf]
Where the dependent variable was the log of a poverty measure (share in poverty) in country i at time t, muit  was the average income in country i at time t, and sigmait was the standard deviation of the country’s log income.

They ran this regression both for an overall sample of countries and for specific regions. 

What was the goal of this regression? What were its results?  In which region was poverty most sensitive to reductions in inequality?

20. Discuss the difference between the previous “Washington consensus” on relieving global poverty and newer ideas including “pro-poor” growth and “elite political capture”.
